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Audit  Number  01009 


San  Francisco  Airport  Commission 
San  Francisco  International  Airport 
San  Francisco,  CA  94128 

President  and  Members: 

The  Controller's  Audits  Division  presents  its  report  concerning  the  concession  audit  of 
Emporio  Rulli,  Inc.  (Emporio  Rulli).  Emporio  Rulli  has  a  lease  with  the  Airport 
Commission  of  the  City  and  County  of  San  Francisco  to  operate  a  bakery  and  cafe  at  the 
San  Francisco  International  Airport. 

Reporting  Period:     September  15,  2000,  through  June  30,  2001 


Emporio  Rulli' s  response  is  attached  to  this  report.  The  Controller's  Audits  Division  will 
be  working  with  the  Airport  to  follow  up  every  six  months  on  the  status  of  the 
recommendation. 


Respectfully  submitted, 


Rent  Paid: 


$67,115 


Results: 


Emporio  Rulli  correctly  reported  gross  revenues  of  $1,088,930  but 
erroneously  overpaid  $1,779  in  rent  to  the  Airport  Department.  In 
August  2001,  the  Airport  issued  to  Emporio  Rulli  a  rent  credit  for 
this  overpayment. 


NORIAKI  HIRASUNA 
Director 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  388  •  San  Francisco  CA  94102-4694 


FAX  415-554-7664 


AUDIT  RESULTS 


EMPORIO  RULLI  CORRECTLY 
REPORTED  ITS  GROSS  REVENUES 
BUT  OVERPAID  ITS  RENT 

From  September  15,  2000,  through  June  30,  2001,  Emporio  Rulli,  Inc.  (Emporio  Rulli) 
correctly  reported  gross  revenues  of  $1,088,930  and  paid  rent  of  $67,1 1 5  to  the  Airport 
Department  (Airport)  of  the  City  and  County  of  San  Francisco.  Through  a  lease  with  the 
Airport  Commission  (commission),  Emporio  Rulli  operates  a  bakery  and  cafe  at  the  San 
Francisco  International  Airport.  The  table  below  shows  the  reported  gross  revenues  and 
rent  Emporio  Rulli  paid  to  the  Airport. 


Gross  Revenues  and  Rent  Paid 
September  15,  2000,  through  June  30,  2001 


Gross  Revenues 

Rent  Paid 

September  15,  2000,  through  December  9,  2000 

$152,438 

$9,146 

December  10,  2000,  through  June  30,  2001 

936,492 

57,969 

Total 

$1,088,930 

$67,115 

However,  Emporio  Rulli  overpaid  its  rent  to  the  Airport  for  June  2001  by  $1,779.  The  lease 
with  the  commission  requires  Emporio  Rulli  to  accumulate  gross  revenues  for  each  lease 
year  to  determine  the  monthly  rent  payment.  The  initial  lease  year  began  on  December  10, 
2000.  The  lease  requires  Emporio  Rulli  to  pay  6  percent  rent  on  gross  revenues  of 
$1,000,000  or  less  and  8  percent  for  revenues  exceeding  $1,000,000.  In  calculating  the  rent 
for  June  2001,  Emporio  Rulli  erroneously  included  the  gross  revenues  earned  from 
September  15,  2000,  through  December  9,  2000.  As  a  result,  Emporio  Rulli  calculated  its 
gross  revenues  as  exceeding  $1,000,000  and  it  erroneously  computed  rent  at  8  percent  of 
gross  revenues  when  it  should  have  used  6  percent.  In  August  200 1 ,  the  Airport  issued  to 
Emporio  Rulli  a  rent  credit  for  this  overpayment. 

Recommendation 

We  recommend  that  the  Airport  instruct  Emporio  Rulli  to  more  carefully  calculate  its  rent 
due  to  the  Airport. 
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BACKGROUND 


Emporio  Rulli  has  a  nine-year  and  eleven-month  lease  that  began  in  April  2000  with  the 
commission  to  operate  at  two  locations  at  the  San  Francisco  International  Airport.  The 
lease  requires  Emporio  Rulli  to  pay  the  Airport  the  greater  of  a  minimum  annual  guarantee 
or  a  specified  percentage  of  its  gross  revenues  accumulated  during  the  lease  year  as 
follows:  6  percent  of  gross  revenues  up  to  and  including  $1,000,000;  8  percent  of  gross 
revenues  over  $1,000,000  and  up  to  and  including  $1,500,000;  and  10  percent  of  gross 
revenues  over  $1,500,000.  For  the  audit  period,  Emporio  Rulli 's  minimum  annual 
guarantee  was  $41,280. 

The  rent  commencement  date  was  December  10,  2000,  which  established  the  initial  lease 
year.  Subsequent  lease  years  will  begin  on  January  1  of  each  year.  The  Airport  agreed  that 
Emporio  Rulli  began  operations  on  September  15,  2000,  and  that  gross  revenues 
accumulated  until  the  rent  commencement  date  of  December  10,  2000,  were  subject  to  the 
same  percentage  rent  formula  as  specified  above. 

Scope  and  Methodology 

The  purpose  of  this  audit  was  to  determine  if  Emporio  Rulli  complied  with  the  reporting 
and  payment  provisions  of  its  lease  with  the  commission.  To  conduct  the  audit,  we 
reviewed  the  applicable  terms  of  the  lease  and  the  adequacy  of  Emporio  Rulli' s  procedures 
for  recording,  summarizing,  and  reporting  its  gross  revenue  to  the  Airport.  To  determine 
whether  Emporio  Rulli  accurately  reported  its  gross  revenue  to  the  Airport,  we  tested  on  a 
sample  basis  Emporio  Rulli 's  monthly  sales  summaries,  daily  sales  reports,  and  cash 
register  reports. 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:  Ben  Carlick,  Audit  Manager 
Lorita  Chung 


2 


I 


M 


EMPORIO  RULLI 
RESPONSE  TO  THE  AUDIT 


November  13,  2001 


Ben  Carlick 
Audit  Manager 

City  and  County  of  San  Francisco 
Office  of  the  Controller 
Audits  Division,  City  Hall,  Room  388 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 


Dear  Mr.  Carlick, 

I  am  very  pleased  in  the  manner  your  office  conducted  the  audit  on  Emporio  Rulli,  Inc. 
and  the  consideration  you  showed  for  our  busy  schedules.  I  have  no  comments  on  the 
draft  report.  We  will  comply  with  the  recommendation  to  carefully  calculate  the  rent  due 
to  the  Airport. 


Sincerel 


Gary  Rulli 
Owner 
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Mayor 

Board  of  Supervisors 

Civil  Grand  Jury 

San  Francisco  Public  Library 


^554-7647 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


Edward  Harrington 
Controller 


Matthew  H.  Hymel 
Chief  Assistant  Controller 


November  16,  2001 

Terry  Gwiazdowski,  Program  Director 
Government  Information  Center 
San  Francisco  Public  Library 
San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  concerning  the  concession  audit  of  Emporio  Rulli,  Inc.  The  report 
indicates  that  Emporio  Rulli,  Inc.  correctly  reported  gross  revenues  and  correctly  paid  its 
rent  to  the  Airport  Department. 


Sincerely, 


NORIAKI  HIRASUNA 
Director 
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